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 1 

Q. Please state your name and business address. 2 

A. My name is David A. Borden.  My business address is 527 East Capitol Avenue, 3 

Springfield, Illinois, 62701.  4 

Q. Please briefly state your qualifications and education background. 5 

A. In 1986, I graduated from the University of Texas at Austin with a Bachelor of 6 

Arts degree in Economics.  In 1989, I graduated from Texas A&M University, 7 

College Station, Texas with a Master of Science degree in Economics.  I have 8 

been employed by the Illinois Commerce Commission (“Commission”) since 9 

June, 1990. 10 

 11 

 I began work for the Commission as an Economic Analyst II in the Rate Design 12 

Department of the Public Utilities Division.  In December 1992, I was hired as an 13 

Economic Analyst III by the Water and Sewer Program of the Office of Policy and 14 

Planning.  In September 1996, I transferred to the Energy Program of the Office 15 

of Policy and Planning as an Economic Analyst III.  In January 1998, I was hired 16 

as an Executive Assistant to Commissioner Richard Kolhauser.  I provided policy 17 

and technical analysis for Commissioner Kolhauser on all energy, 18 

water/wastewater and transportation matters before the Commission. 19 

 20 

 In January 2000, I was hired as an Economic Analyst IV by the Energy Division.  21 

I have previously testified on behalf of Staff in numerous dockets concerning 22 

energy and water/wastewater issues.  23 



         Docket Nos. 01-0696 
         ICC Staff Exhibit 6.0 

 

 3

Q. What is the purpose of your direct testimony? 24 

A. The purpose of my direct testimony is to respond to the direct testimony and 25 

exhibits of MidAmerican Energy Company (“MEC”) and any interveners.  26 

Specifically, I address issues related to gas transportation service as discussed 27 

in the testimony of MEC witness Gregory C. Schaefer (“GCS Direct”).  My 28 

testimony addresses the Company’s proposed changes to the following 29 

transportation services:  (1)  Standby Provisions;  (2)  Balancing Provisions;  (3)  30 

Cash-Out Provisions; (4)  Transportation Metering Charges;  and, (5)  31 

Transportation Administrative Charges. 32 

 33 

Rider No. 9 Firm Supply Standby Service 34 
Q. Please explain MEC’s proposed changes to the cost of gas for Rider No. 9, 35 

Firm Supply Standby Service. 36 

A. Currently, MEC charges the monthly Purchased Gas Adjustment (“PGA”) rate for 37 

each therm utilized by transportation customers on Company Supplied Reserve 38 

(“CSR”), which is the current standby tariff.  The Company proposes to replace 39 

the CSR tariff with Firm Supply Standby Service, and replace the PGA rate with a 40 

rate equal to 110% of the “Gas Daily” interstate pipeline index, including 41 

applicable interstate pipeline charges.  (MEC GCS Direct, p. 11) 42 

Q Do you agree with MEC’s proposal to replace the PGA with 110% of the 43 

“Gas Daily” index for Rider No. 9? 44 

A. No, because MEC has not demonstrated that 110% of the Gas Daily Index more 45 

accurately reflects MEC’s actual costs of gas supply to serve the customer.  In 46 
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addition, although it is possible that a Gas Daily Index more accurately measures 47 

MEC’s costs for Firm Supply Standby Service, there is no rationale for adding 48 

10% to the Gas Daily Index. 49 

Q. Does the Company propose its changes to Rider No. 9 to reflect a more 50 

accurate measure of the Company’s cost of gas supply? 51 

A. No.  It appears from the testimony of MEC witness Schaefer that the reason for 52 

the proposed change is to consolidate MEC’s terms and conditions for 53 

transportation service across its service areas.  (MEC GCS Direct, p. 11).  In my 54 

opinion, tariff consolidation is not a sufficient reason for a change of this nature, 55 

i.e., one that could result in a less accurate measure of MEC’s gas supply costs 56 

for these customers.  In addition, since the Commission does not regulate MEC 57 

in other states, and the regulation that MEC is under in other states may differ 58 

significantly from Illinois law, the terms and conditions of MEC’s tariffs in other 59 

states are not necessarily relevant criteria for the Commission to base findings 60 

upon.  Currently, there are no customers utilizing CSR service so the change in 61 

commodity pricing for firm standby has no effect on transportation customers 62 

today.  63 

Q. Is it common for a utility to employ a market index like the Gas Daily Index 64 

to charge transportation customers for the cost of gas that the Company 65 

procures, e.g., for net monthly imbalances? 66 

A. Yes, but the balancing service is not necessarily the same as Firm Supply 67 

Standby Service, and may not result in the same gas supply cost to the 68 

Company.  With imbalances, the Company is holding itself out to pick-up the 69 
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unpredictable differences between actual transportation customer usage and 70 

actual transportation deliveries to the Company’s city-gate.  If the latter swings 71 

are larger or smaller than expected, the swings can affect the cost of gas to sales 72 

customers by forcing the Company to make unplanned market purchases.  Thus, 73 

for balancing service, a Gas Daily Index that is a good proxy for the cost of spot 74 

market purchases to the Company is most likely superior to the PGA, which is an 75 

average cost of gas for the month.  Furthermore, utilization of a relevant spot 76 

market index for cashing out net monthly imbalances discourages systematic 77 

gaming of the PGA by transportation customers. 78 

 79 

 Under Firm Supply Standby Service, the Company is not exposed to the same 80 

unpredictable daily swings in customer usage as it is when providing balancing 81 

service because the transportation customer removes the uncertainty in serving 82 

its load by committing in advance to a contracted level of company-owned gas to 83 

be supplied under the tariff.  The Company must stand ready to serve this entire 84 

load and is adequately compensated via the PGA rate.  The Company may 85 

utilize the same service it utilizes for sales customers or it may make spot market 86 

purchases for the commodity to provide Firm Supply Standby service and the 87 

commodity rate should reflect the Company’s actual cost of gas for providing the 88 

service as opposed to what the tariff states in another MEC jurisdiction.  I 89 

assume that MEC will provide Firm Supply Standby service in the same manner 90 

as it provides sales service and thus I recommend that the PGA remain as the 91 

commodity rate for this service.   92 
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 93 

Rider No. 8 Non-Critical-Day Daily Balancing of Customer-Owned 94 
Volumes 95 
Q. Please explain the Company’s proposed changes to its current Daily 96 

Imbalance Services, Rider No. 8, Non-Critical-Day Daily Balancing of 97 

Customer-Owned Volumes.  (MEC Schedule E-1, p. 21 of 24;  MEC GCS 98 

Direct, pp. 12-14)   99 

A. The Company proposes to narrow the tolerance bandwidths that are applicable 100 

to daily imbalances and that determine the size of the penalty charge applicable 101 

to the daily imbalances.  The narrowing of the tolerance bandwidths reduces 102 

customer flexibility and potentially exposes a greater number of customer owned 103 

therms to the Company’s highest penalty charge of $0.10 per therm.  Currently, a 104 

customer is charged zero cents per therm for a daily imbalance that is plus or 105 

minus 10%.  If daily imbalances are within the plus or minus 10-30% range, then 106 

the applicable rate is $0.01 per therm.  For all therms over 30%, the applicable 107 

charge is $0.10 per therm.  The Company proposes to reduce the 10-30% 108 

tolerance bandwidth to 10-20% and will apply the $0.01 per therm charge to this 109 

tolerance bandwidth.  Thus, the $0.10 per therm charge is now applicable to all 110 

therms above the 20% level.  (MEC GCS Direct, p. 13) 111 

 Q. What is the revenue effect of applying the $0.10 per therm charge to a 112 

greater number of therms for transportation customers? 113 

A. It is uncertain at this time.  If customers behave as they have in the past, a 114 

somewhat unrealistic assumption, then it is possible that the increase will be 115 



         Docket Nos. 01-0696 
         ICC Staff Exhibit 6.0 

 

 7

dramatic.  From my review of the Company’s data response POL-1.16 116 

Attachment POL-1.16, p. 2, dated January 22, 2002, it is possible that 117 

transportation customers will pay 80% more in annual revenues for balancing 118 

services, assuming they do nothing to alter  their daily imbalances.  Applying the 119 

highest penalty charge to a greater number of daily imbalances should alter 120 

customer behavior and it is safe to assume that the actual increase is less than 121 

80%.    Since customers must alter behavior to avoid the higher penalty charges, 122 

MEC’s proposed changes  reduce  customer flexibility in utilizing this service.  123 

The Company also proposes an optional Daily Balancing Service (“DBS”), which 124 

may mitigate both the size of the increase to customers, and the diminished 125 

flexibility in Rider No. 8 service.  I address DBS later in my testimony, but in 126 

short, I find DBS problematic because the charges are not flowed through the 127 

PGA, creating the potential for sales customers to subsidize the service.. 128 

Q. Do you agree with the Company’s proposed changes to the tolerance 129 

bandwidths that apply the $0.10 per therm charge to a greater number of 130 

therms for daily balancing services, Rider No. 8? 131 

A. No.  The lone justification for the changes is to consolidate tariffs with other 132 

MidAmerican service areas.  (MEC GCS Direct, p. 13)  Earlier in my testimony I 133 

discussed the problems with relying upon tariff consolidation as a rationale for 134 

supporting tariff changes, and those problems are applicable to MEC’s rationale 135 

for changing Rider No. 8.  The Company should demonstrate that its cost of 136 

balancing service is increasing and/or that transportation customers 137 

systematically game the current tariff provisions before changes of such 138 
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magnitude are considered.  Although there is no “optimal” range for tolerance 139 

bandwidths, if the current design does not unreasonably increase costs to the 140 

Company and reflects the service MEC receives on the dominant interstate 141 

pipeline for the MEC service area, then transportation customers should continue 142 

to be afforded the flexibility provided by the current tariff design. 143 

Q. Have you asked MEC whether the proposed changes to Rider No. 8 are 144 

supported by actual increases in balancing costs from the interstate 145 

pipelines? 146 

A. Yes, the Company was asked this question in Staff Data Request DB-2.3(ii), dated 147 

February 15, 2002.  In its response, dated February 22, 2002, the Company 148 

indicates that its changes to Rider No. 8 do not reflect increases in costs for daily 149 

balancing services from interstate pipelines but are intended to consolidate 150 

system-wide balancing while providing a reasonable incentive for transporters to 151 

balance deliveries with usage.  MEC’s full response is set forth below: 152 

  No. The proposed change in balancing penalties is not based upon 153 
changes in pipeline provisions but rather is intended to consolidate 154 
system-wide balancing while providing a reasonable incentive for 155 
transporters to balance deliveries with usage.  In addition, the 156 
consolidation would allow broader grouping / aggregation of 157 
transportation customers.  Note that Rider 11 (Optional Group 158 
Balancing) allows customers to form balancing groups, with 159 
balancing penalties being assessed on the net imbalance of the 160 
entire group rather than on the imbalances if each individual 161 
customer.  Without Group Balancing, customers with large 162 
imbalances in opposite directions would each be assessed an 163 
imbalance penalty.  If these customers were to subscribe to the 164 
Group Balancing service, any penalties would be assessed only on 165 
the net imbalance of the customers.  Under the Terms of Rider 11, 166 
customers can form groups only within areas having “the same 167 
balancing provisions.”  This is necessary because it would be 168 
impossible to calculate penalties for the balancing group as a whole 169 
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if individual members were in differing jurisdictions having differing 170 
balancing provisions.  By consolidating balances provisions across 171 
the entire service area, customers would have more freedom in 172 
forming balancing groups and imbalance volumes would likely 173 
decline. 174 

Q. How is the Company charged for daily imbalances from interstate 175 

pipelines? 176 

A. Total deliveries to the Company’s Illinois service area are primarily provided via 177 

Natural Gas Pipeline Company of America (“NGPL”) and Northern Border (“NB”).  178 

However, nearly all of the deliveries via NB are directed to a single customer, i.e., 179 

the Cordova Electric Generating Plant (“Cordova”), which is the largest single 180 

customer on the MEC system and an affiliate of MEC, so my response is directed 181 

to daily balancing service from NGPL.  According to the Company’s data 182 

response, Policy 1.9 and Attachment POL-1.9, dated January 22, 2002, the 183 

Company receives daily balancing services from NGPL through a combination of 184 

storage, transportation and no-notice service that is referred to in total as “DSS” 185 

service.  For days without operation flow orders, the NGPL bandwidths and 186 

applicable charges are as follows:  0–5%, No Charge;  5%-10%, $0.01 per 187 

therm;  10%-20%, $0.02 per therm;  20%-50%, $0.05 per therm; and above 50%, 188 

$0.10 per therm.  (Attachment POL-1.9) 189 

Q. Is it reasonable for MEC’s daily balancing bandwidths and charges to 190 

resemble those that MEC faces on NGPL? 191 

A. Yes, because NGPL is the dominant supplier to MEC in Illinois and because one 192 

of the goals in designing this service is to discourage behavior by transportation 193 

customers that may result in daily balancing charges to MEC from NGPL and 194 
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other interstate pipelines.  With that in mind, I note that the current Rider No. 8 195 

tolerance bandwidths and charges more closely resemble those set forth in the 196 

NGPL tariffs than the Company’s proposed changes to Rider No. 8.  Thus, it 197 

appears that the Company’s proposed changes to Rider No. 8 will unnecessarily 198 

depart further from the primary limitations imposed upon the Company by NGPL.  199 

Furthermore, for the reasons stated earlier in my testimony, consistency across 200 

state regulatory jurisdictions, in this instance for group balancing, is not a 201 

sufficient reason to support these changes.   202 

Q. What other concerns do you have with respect to Rider No. 8 Non-Critical-203 

Day Daily Balancing? 204 

A. The Company currently charges and proposes to charge the daily imbalance 205 

penalties to all daily imbalances.  However, not all transportation customers’ daily 206 

imbalances cause additional costs to the Company and some transportation 207 

customers’ daily imbalances are beneficial to the Company.  For example, if the 208 

Company is “short” gas in total (including sales and transportation gas) on a 209 

particular day, then transportation customers who are out of balance “long” are 210 

providing a benefit to the Company and should not be penalized with the daily 211 

imbalance charges.  To reflect the fact that a transportation customer’s daily 212 

imbalances may be beneficial to the Company, I recommend that the daily 213 

imbalance charges in the current tariff and the proposed tariff (assuming the 214 

Company’s proposed tariff is adopted) apply only to those transportation 215 

customers who are out of balance in the same direction as the total system 216 

imbalance. 217 
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Q. Does the Company waive daily imbalance penalties for transportation 218 

customers if their imbalance is opposite the Company’s total system 219 

imbalance on critical days? 220 

A. Yes, the Company follows this policy for critical days (see MEC Rider No. 8), i.e., 221 

if the Company calls a long critical day, then the transportation customer is 222 

permitted to consume Company owned gas without incurring the daily imbalance 223 

penalty charges.  Conversely, if the Company calls a short critical day, then the 224 

customer is allowed to cause positive imbalances without incurring the daily 225 

imbalance penalty charges.  Clearly, the Company recognizes that some 226 

transportation customer daily imbalances are beneficial to the system on the 227 

days when gas is most costly to the Company; the Company should extend this 228 

provision to non-critical days as well.  The Company also applies Additional 229 

Charges on MEC Rider No. 7, due to a customer’s imbalance, only to those 230 

transportation customers whose net delivery imbalance is in the same direction 231 

as the total system imbalance.  (MEC Schedule E-1, p. 19)  232 

 233 

Rider No. 15 Daily Balancing Service (DBS) 234 
Q. Please explain MEC’s proposed optional service, Rider No. 15 Daily 235 

Balancing Service (“DBS”).  (MEC GCS Direct, p. 10;  MEC Schedule E-1, p. 236 

24) 237 

A. DBS is a an optional service that allows transportation customers to purchase a 238 

larger tolerance bandwidth before penalty charges are invoked on MEC Rider 239 

No. 8 Non-Critical-Day Daily Balancing Services.  A transportation customer 240 
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utilizing MEC Rider No. 15 DBS provides a nomination amount for daily 241 

imbalances at the beginning of the month to the Company.  The nominated 242 

imbalances are charged a reservation rate of $0.15 per therm.  All actual daily 243 

imbalance amounts in excess of the 10% free tolerance bandwidth and up to the 244 

nominated daily imbalances during the month are charged a commodity rate of 245 

$0.003 per therm.  (MEC Schedule E-1, p. 24)  The DBS initiates after the 10% 246 

free tolerance bandwidth on MEC Rider No. 8.  If a DBS customer uses an 247 

amount in excess of its nomination, then the excess is assigned to the applicable 248 

MEC Rider No. 8 tolerance bandwidths greater than 10%, and the applicable 249 

MEC Rider No. 8 penalty charges are assessed.  None of the MEC Rider No. 15 250 

DBS charges are flowed through the PGA. 251 

Q. You indicate in your previous response that MEC Rider No. 15 DBS charges 252 

do not flow through the PGA; what does the PGA rule say about the 253 

treatment of these types of costs? 254 

A. Section 525.40 of the Commission’s rules for the Purchase Gas Adjustment 255 

Clause sets forth the following costs to be included in the PGA: 256 

 a) Costs recoverable through the Gas Charge(s) shall include the following: 257 
 258 
  1) costs of natural gas and any solid, liquid or gaseous hydrocarbons 259 

purchased for injection into the gas stream or purchased as feed-260 
stock or fuel for the manufacture of gas, or delivered under 261 
exchange agreements; 262 

 263 
  2) costs for storage services purchased; 264 
 265 

3) transportation costs related to such natural gas and any solid, liquid 266 
or gaseous hydrocarbons and any storage services; 267 
 268 
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 MEC’s costs associated with providing daily balancing service fall within these 269 

categories.  Furthermore, Section 525.40(e) sets forth that: 270 

e) Revenues from penalty charges or imbalance charges, which the 271 
Commission has previously approved to prevent unauthorized 272 
actions of customers, shall offset gas costs. 273 

 274 

Accordingly MEC must flow the charges in MEC Rider No. 15 DBS through the PGA 275 

Q. Do you recommend approval of MEC Rider No. 15 DBS?  276 

A. No, unless all DBS charges are flowed through the PGA.  MEC provides daily 277 

balancing service under MEC Rider No. 15 by utilizing the same facilities and 278 

services currently employed to serve sales customers, e.g., DSS via NGPL, and 279 

other leased storage assets.  The cost associated with all daily balancing service 280 

is currently recovered from sales customers via the PGA and thus charges to 281 

transportation customers are flowed through the PGA as an offset or credit to 282 

sales customers.  Although MEC’s proposed DBS may benefit customers by 283 

lowering their total daily balancing costs, this implies that daily balancing costs to 284 

MEC are decreasing and are not a rationale for MEC to retain these charges as 285 

profit.  Unless the DBS charges are flowed through the PGA, then sales 286 

customers are at risk for subsidizing the service. 287 

Q. In your opinion, are the proposed MEC Rider No. 15 DBS “reservation” and 288 

“commodity” charges the same as penalty charges under MEC Rider No. 289 

8? 290 

A. Conceptually, yes, i.e., they serve the same purpose as penalty charges.  The 291 

charges should not reflect the cost of gas to MEC because the latter is reflected 292 

in the daily cash-out provisions of MEC’s tariffs and MEC proposes to continue to 293 
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cash-out a DBS customer.  Conceptually, the DBS charges appear to be lower 294 

penalty charges offered by MEC if a customer commits to reserve a specific 295 

amount of penalty charges each month. 296 

Q. Did you ask MEC how the proposed MEC Rider No. 15 DBS charges were 297 

calculated? 298 

A. Yes.  According to MEC’s response to Staff Data Request DB-2.7(v), the DBS 299 

charges were calculated “to reflect prices available to customers for similar 300 

services from other suppliers.”  The Company included copies of tariff sheets that 301 

I requested; the charges for MEC Rider No. 15 DBS are identical to MEC’s 302 

charges for this service in its Iowa and South Dakota service areas. 303 

Q. Is this a sufficient rationale for understanding the proposed DBS charges? 304 

A. No.  MEC does not explain what prices are available to customers, and from 305 

whom.  Nor do they explain how they calculated the DBS charges from those 306 

alleged prices and how MEC’s costs of owned/leased facilities and services are 307 

allocated in arriving at the charges.  Since the charges are identical to MEC’s 308 

other service areas, it appears that consistency across service areas is how the 309 

company arrived at the charges for Illinois.  From follow-up discussions with 310 

MEC, and MEC’s supplemental response to DB-2.7(v), dated February 27, 2002, 311 

it appears that the DBS charges were developed for other service areas to mimic 312 

a similar service provided by Northern Natural Gas pipeline and to provide a 313 

consistent group balancing service across state regulatory jurisdictions.  For the 314 

reasons stated earlier in my testimony, consolidation of tariffs across regulatory 315 
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jurisdictions/service areas is not a sufficient basis for supporting MEC’s proposed 316 

tariff changes. 317 

Q. Please summarize your recommendations for Rider No. 15 DBS. 318 

A. I recommend that MEC Rider No. 15 DBS be rejected unless MEC proposes that 319 

all charges flow through the PGA or the Commission requires that all charges in 320 

Rider No. 15 DBS flow through the PGA to offset system gas costs, per Section 321 

525.40(e). 322 

 323 

Monthly Cash-Out MEC Rider No. 7 Transportation of Customer 324 
Owned Gas and MEC Rider No. 6 Pipeline Index Pricing Points 325 
Q. Please explain the Company’s proposed changes to MEC Rider No. 7 with 326 

respect to monthly cash-out provisions.  (MEC Schedule E-1 pp. 19-20) 327 

A. The Company proposes to replace the current price of gas (PGA) at which 328 

customer imbalances are bought and sold with a Gas Daily Index.  The Company 329 

also proposes to cash-out daily imbalances on a daily basis rather than cash-out 330 

the net daily imbalances at the end of the month.  (MEC GCS Direct, pp. 14-15) 331 

Q. Do you agree with the Company’s proposed changes to its cash-out 332 

provisions? 333 

A. I agree with MEC’s proposal to replace the PGA with a Gas Daily Index.  A 334 

relevant daily market index should provide a better proxy for daily spot market 335 

purchases for imbalances than the weighted average PGA, and should 336 

discourage transportation customers from attempting to game the PGA.  The 337 

Company currently utilizes two different index prices for cash-outs depending on 338 
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whether the imbalance is positive or negative.  (MEC Rider No. 6 Pipeline Index 339 

Pricing Points Schedule E-1 P. 10)  It is unclear whether the use of two Indexes 340 

in MEC Rider No. 6 is appropriate.  In my opinion, there should be one market 341 

price for cash-outs.  MEC’s response to Staff data request DB-2.1, dated 342 

February 27, 2002, provides additional information regarding the use of the Gas 343 

Daily Indexes.  However, the information that MEC provided in its response is 344 

problematic.  It appears that MEC no longer utilizes Gas Daily’s Gas 345 

Transportation Report because the publication is no longer available.  MEC 346 

apparently uses similar information that is posted on capacity release from 347 

interstate pipelines as a proxy for the tariff.  This response is problematic 348 

because it appears that MEC has not followed its tariffs since September 2000, 349 

with respect to the use of Gas Daily’s Gas Transportation Rate.  I recommend 350 

that MEC fully address this matter in its rebuttal testimony.  At a minimum, MEC 351 

should provide the capacity release data that it has utilized since September 352 

2000, and discuss why or why not capacity release to MEC’s affiliate(s) was or 353 

was not included in these calculations and the resulting effect on the cash-out 354 

rate.  I will address this issue further in future testimony. 355 

 356 

 I agree with MEC’s proposal to change the monthly cash-out provisions such that 357 

the customer’s daily imbalance is cashed-out in dollars on a daily basis.  358 

Currently, MEC sums up the daily imbalances in therms for the billing period and 359 

cashes out the total net imbalance of therms at the end of the billing period.  If a 360 

customer is out of balance near the end of the month, they can attempt to adjust 361 
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their deliveries and usage for the remainder of the month to mitigate the 362 

imbalances.  Although this behavior may reflect a customer’s actual usage of gas 363 

for its business processes, there is still a daily cost of gas to MEC from this type 364 

of behavior.  The current tariff may understate this cost of gas to the customer by 365 

allowing some actual daily imbalances to vanish at the end of the month.  Under 366 

its proposed tariff, MEC will charge or credit net dollars derived from actual daily 367 

imbalances at the end of the billing period.  The net dollars are calculated by 368 

applying the daily market index to the positive or negative daily imbalance.  Each 369 

day’s dollars are summed over the billing period and the net dollars are then 370 

charged or credited to the customer.  Essentially, MEC will cash-out dollars 371 

instead of therms at the end of the billing period. 372 

 373 

Transportation Metering Charges 374 
Q. Please explain MEC’s proposal regarding transportation metering charges.  375 

(MEC GCS Direct, pp. 15-16) 376 

A. MEC proposes to cease applying the monthly telemetering charge to existing 377 

transportation customers.  Further, the Company proposes to charge new 378 

transportation customers upfront the actual cost of telemetry, installation and 379 

hardware.  (MEC Rider No. 7 Transportation of Customer Owned Gas, Schedule 380 

E-1, p. 16) 381 

Q. Do you agree with the Company’s proposal regarding transportation 382 

metering charges? 383 



         Docket Nos. 01-0696 
         ICC Staff Exhibit 6.0 

 

 18

A. I do not see support for the Company’s rationale.  MEC claims that there is a 384 

potential for sales customers to subsidize transportation customers when a 385 

transportation customer returns to sales service before it has fully paid for the 386 

upgraded metering costs.  (MEC GCS Direct, p. 16)  Although this scenario is 387 

possible, MEC does not appear to experience a significant occurrence of shifting 388 

between sales and transportation customers.  Thus, any perceived subsidies are 389 

small.  My main concern is the upfront cost to the customer, which on average is 390 

expected to be about $700.  MEC should offer a deferred payment plan for these 391 

costs for new transportation customers that follows the customer in the event that 392 

it switches back to sales service.  If the entire amount is collected from the 393 

customer, then there is no reason for MEC to incur additional costs associated 394 

with removing the metering equipment and the equipment should remain at the 395 

customer’s premises. 396 

 397 

In addition, I am concerned with whether MEC’s proposed tariff change, coupled 398 

with provisions in MEC’s contract with its affiliate, Cordova, will lower 399 

telemetering costs or any other customer charge costs to Cordova.  (MEC Firm 400 

Natural Gas Distribution Agreement Article VI. Rates D)  I request that MEC 401 

discuss, in its rebuttal testimony, how this proposed change, and any other 402 

Commission approved change in rates, affects Cordova, pursuant to Article VI. 403 

Rates D of the contract between MEC and Cordova.  I also recommend that 404 

MEC develop a deferred payment proposal to provide new transportation 405 
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customers a monthly payment option for the upfront charge and discuss this in its 406 

rebuttal testimony.  I will comment on these issues further in future testimony. 407 

 408 

Transportation Administrative Charges 409 
Q. Please explain MEC’s new Administrative charge for transportation 410 

customers of $250.  (MEC GCS Direct, pp. 16-18;  MEC Schedule GCS-4;  411 

MEC Schedule E-1 p. 16) 412 

A. MEC proposes a charge of $250 when transferring a sales customer to 413 

transportation service, and a $250 charge when transferring a transportation 414 

customer to sales service.  MEC claims that the charge reflects the cost of MEC 415 

employees who perform the tasks needed to carry out the transactions.  (MEC 416 

GCS Direct, p. 17) 417 

Q. Do you agree with MEC’s proposed $250 administrative charge for 418 

transportation customers? 419 

A. No, and I recommend that the charge be rejected by the Commission.  My 420 

concern is that, for the employees assigned to perform these customer switching 421 

tasks, their salaries are already rolled-in to base rates.  Thus, MEC is currently 422 

fully compensated for all of the work performed by these employees, including 423 

switching transportation customers to and from sales service. 424 

Q. Have you asked MEC whether the salaries of the employees performing 425 

these tasks are already included in base rates for the test year? 426 

A. Yes, and in its response to, Staff data request Policy 1.7, dated January 22, 427 

2002, MEC indicates that, “Job descriptions for the Energy Consultant, Gas 428 
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Supply Specialist, EMS Analyst (similar to the Metretek Operator), and 429 

Serviceman positions are enclosed as Attachment POL 1.7.  Current descriptions 430 

for the Transportation Billing Specialist and Transportation Specialist are not 431 

available.  All positions except the union Serviceman position are salaried.  Each 432 

of these jobs involves a number of duties in addition to transferring customers 433 

between sales and transportation service, and Exhibit GCS-4 identifies only the 434 

portion of their time required to transfer one such customer.  All salaries charged 435 

or allocated to Illinois gas functions are recovered in base rates.  All salaries 436 

charged or allocated to Illinois gas functions are recovered in base rates.” 437 

 438 

 MEC fully recovers the cost of providing this service in base rates, as does every 439 

major gas utility in Illinois.  I reviewed the tariffs for Northern Illinois Gas, Peoples 440 

Gas, Illinois Power, Ameren CIPS, and Central Illinois Light Company and none 441 

of these gas utilities charges a separate fee for switching customers to and from 442 

transportation service.  MEC’s proposal is unnecessary and should be rejected. 443 

Q. Does this conclude your direct testimony? 444 

A. Yes, it does.               445 


